STATE WATER RESOURCES CONTROL BOARD

BOARD MEETING – DIVISION OF CLEAN WATER PROGRAMS

JUNE 21, 2001

ITEM 4

SUBJECT

APPROVAL OF A WATER RECYCLING CONSTRUCTION PROGRAM (WRCP) GRANT COMMITMENT TO THE LAKE COUNTY SANITATION DISTIRCT FOR THE CONSTRUCTION OF THE EFFLUENT RECYCLING PIPELINE COMPONENT OF THE CLEAR LAKE BASIN 2000 PROJECT

DISCUSSION

The Safe, Clean, Reliable Water Supply Act (1996 Bond Law) established the Water Recycling Subaccount and provided $60 million for low-interest loans to municipalities for design and construction of water recycling projects.  The Safe Drinking Water, Clean Water, Watershed Protection, and Flood Protection Act (2000 Bond Law) provided an additional $40 million and provided for repayments and remaining funds from the 1996 Bond Law to be transferred and deposited into the 2000 Water Recycling Subaccount.  Fifty percent of the money is continuously appropriated for loans, and 50 percent, upon appropriation by the legislature, to the State Water Resources Control Board (SWRCB) is for grants.

A notice was sent to agencies and interested parties in August of 2000 with a request to submit questionnaires on their recycled water projects to the Division of Clean Water Programs with project description, costs, potential funding requests and stage of development.  Based on the response, with potential funding requests greatly exceeding the available funds, a priority list was adopted by the SWRCB in Resolution No. 2000-003.  The SWRCB also placed a limit of 45 percent on the state and federal subsidy of capital costs that a project could receive if an agency requested WRCP funds.  Since other state and federal programs fund water recycling projects, a limit on the subsidy was felt justified to enable the available WRCP funds to be available for as many water recycling projects as possible and to demonstrate local commitment to a successful project.  The 45 percent limit, which was agreed to by a water recycling stakeholders group, was derived from the equivalent subsidy an agency would receive under the current policy of allowing a 25 percent grant combined with a 75 percent low-interest loan from the WRCP.

The Lake County Sanitation District (LACOSAN) has applied for a Water Recycling Construction Program grant to construct a portion of their project, the effluent recycling pipeline component.  The pipeline consists of 21 miles of 16-inch pipe and two pump stations, and will deliver 3,000 acre-feet of recycled water from the Northwest Regional Treatment Facilities to the Clearlake Oaks Treatment Plant for ultimate delivery to the Geysers.  This effluent will augment the State’s water supply by replacing freshwater from Clear Lake currently being pumped to the Geysers geothermal steam fields.  

The effluent recycling pipeline component of this project has an estimated cost of $17.7 million and LACOSAN has requested a WRCP grant for $3.2 million.  This project will be funded from multiple state and federal grants and the State Revolving Fund (SRF) Loan Program.  Attachments 1 and 2 provide cost breakdowns of the entire Lake County Basin 2000 Project including the effluent recycling pipeline.  Without receiving a WRCP grant, the combined funding for this pipeline would total $10.5 million from grants and $7.2 million from a low interest SRF loan.  A $3.2 million WRCP grant would replace part of the SRF loan.  If a WRCP grant were provided, the equivalent subsidy will increase from 70 percent to 83 percent.  Because these subsidies exceed 45 percent, the SWRCB must approve an exception to this limit in order to approve a preliminary grant commitment.  The LACOSAN request for an exception is based on:


· California’s Electricity Crisis.  The Lake County effluent recycling project will provide urgently needed electricity for California consumers.


· Repayment of funds to the Federal Treasury.  The steam production royalty payments to the federal treasury exceed the project cost.


· Critical Need for Water Recycling Funding.  The water recycling grant is the last piece of funding needed to implement the project.

The Division of Clean Water Programs (Division) has reviewed the grant application and determined that the proposed project complies with the legal requirements.  The SWRCB previously approved a preliminary $15.9 million SRF loan commitment for the Clear Lake Basin 2000 project, which includes the effluent recycling pipeline component.  The Environmental Services Unit approved the environmental requirements for this project during the SRF loan application review and approved the documents on July 31, 2000.

The Division issued Facilities Plan Approval for the effluent recycling pipeline June 6, 2001.  Prior to issuing a WRPC grant contract, all of the conditions listed in the Facilities Plan Approval must be met.

POLICY ISSUE

Should the SWRCB approve an exception to the existing WRCP subsidy limit and approve a preliminary grant commitment of $3.2 million?

RWQCB IMPACT

The District lies within the Central Valley Regional Water Quality Control Board’s (CVRWQCB) jurisdiction.  The proposed project will enable the LACOSAN to comply with CVRWQCB requirements.

FISCAL IMPACT

A total of $105 million is available in the Water Recycling Subaccount.  Forty percent is designated to northern California counties and 50 percent is specified for grants, or $21 million for grants.  SWRCB approval of the $3.2 million grant will leave a balance of $101.8 million for additional recycling loans and grants, and $17.8 million for grants for northern California counties.

STAFF RECOMMENDATION

That the SWRCB adopt a resolution granting an exception to the WRCP subsidy limit and approving a $3,200,000 WRCP construction grant for the District’s effluent recycling pipeline component of the Clear Lake Basin 2000 Project.

DRAFT

STATE WATER REOURCES CONTROL BOARD

RESOLUTION NO. 2001-

APPROVAL OF A PRELIMINARY GRANT COMMITMENT FROM THE WATER RECYCLING CONSTRUCTION PROGRAM FOR THE EFFLUENT RECYCLING PIPELINE COMPONENT OF THE CLEAR LAKE BASIN 2000 PROJECT

WHEREAS:

1. The Safe Drinking Water, Clean Water, Watershed Protection and Flood Protection Act (Bond Law), Proposition 13, allocated $40,000,000 to the Water Recycling Subaccount to provide loans and grants for facilities planning, design and construction of water recycling projects;


2. The Bond Law also provided that unallocated funds and loan repayments from water recycling subaccounts of 1988 and 1996 bond laws be transferred and deposited into the 2000 Water Recycling Subaccount;


3. The State Water Resources Control Board, on January 25, 2001, adopted Resolution No. 2001-003, which included adoption of a Water Recycling Construction Program (WRCP) Priority List; 


4. Resolution No. 2001-003 also included a provision that set a limit of 45 percent on the combined subsidy of capital costs of a project, when the WRCP funding is combined with other state and federal funding;


5. The Lake County Sanitation District Clear Lake Basin 2000 Project is in the fundable category of the approved WRCP Priority List;


6. The Division has reviewed the grant application and supporting documents along with the environmental documents and draft revenue program previously submitted and approved for the State Revolving Fund (SRF) loan for the Northwest Regional Treatment Plant Improvements Project (aka Clear Lake Basin 2000 Project);


7. Environmental documentation meeting all necessary environmental requirements was approved by the Division’s Environmental Services Unit on August 29, 2000;


8. The combined subsidy of the Clear Lake Basin 2000 project with state and federal funding is 70 percent without a WRCP grant and 83 percent with a WRCP grant.

THEREFORE BE IT RESOLVED THAT:

The State Water Resources Control Board:

1. Exempts the Clear Lake Basin Project from the subsidy limit imposed on WRPC funded projects;


2. Approves a preliminary WRCP construction grant for $3.2 million from the 2000 Bond Law Water Recycling Subaccount; and


CERTIFICATION

The undersigned, Clerk to the Board, does hereby certify that the foregoing is a full, true, and correct copy of a resolution duty and regularly adopted at the meet of the State Water Resources Control Board held on June 16, 2001.
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Maureen Marché







Clerk to the Board
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